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Before the
FEDERAL COMMUNICATIONS COMMISSION

WashinztOD, D.C. 20554

In the Matter of )
)

Support Materials for Carrien to )
FUe to ImplemeDt Access Charee )
Reform Effective January 1, 1998 )

RECEIVED

DEC 17 1997

Fedr-c v(' '~\ul\ieationsCommiuion
Otfi<:9 of SecrutatY

REPleY COMMENTS OF CINCINNATI BELL TELEPHONE COMPANY

Cincinnati Bell Telephone Company ("CB!'), pursuant to the Commission's

November 7, 1997 Order in the above-captioned proceeding, hereby submits its reply to

the comments of AT&T Corp. ("AT&T'') and Mer Telecommunications Corporation

('"MCI") addressing CBT's TariffReview Plan.

A. Introduction

By these reply comments, CBT shows that AT&T and MCI have improperly

included CBT in their generalized comments. Specifically, CBr demonstrates herein

that: (1) it has no1 engaged in anticompctitive tactics with regard to AT&T's entry into

the local market; (2) CBT's line and t:ruDk port exogenous adjustments were calculated

correctly; and (3) CBT's TIC rates are not overstated.

B. AT&T's IGcusaUoD that II.Ees bave eneared in anticompcUUve tactiC;S and
its 5taterotpt that access rcdpdioDS arc necessary in order for custome" to see rate
reductions are without merit.

AT&T accuses incumbent price cap LECs of continuing to engage in anti-

competitive tactics which have slymied entrants' efforts to offer local services thTOUgh

unbundled. network elements. AT&T also suggests that the only way for consumers to

see some ratc reductions as promised by the 1996 Act is to make downward adjustments
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to the LEes' price cap indices. I

CBT strongly objects to AT&T's charge that all price cap LECs, including CBT,

are engaging in anti-competitive tactics which have stymied its local entry strategy. As a

point in fact, AT&T has not, to date, made a bona fide request to CBT for

interconnection. AT&T's blanket accusation is totally inapplicable to CBT. In addition,

AT&T's suggestion that the only way for consumers to receive the price reductions

envisioned by the 1996 Act is for price cap LECs to make downward adjustments, is

without merit. AT&T is free to lower its long distance rates at any time to provide

consumers with rate reductions. However, AT&T has not had a very good track record

with regard to lowering its toll rates since passage of the 1996 Act. In fact, AT&T has

implemented at least two rate increases since the passage of the Act. In February 1996

and December 1996, AT&T raised rates by 4.3% and 5.9% respectively.2

C. AT&T and Mel incorrectly calculated the LiDe Port and Trunk Port c:osts to
be removed from LOcal Switcbjn2.

AT&T) and MCt have accused all price cap LECs of incorrectly calculating the

amount ofms1 to be removed from the local switching element on the following grounds:

1. Price Cap LECs have not provided adequate cost support;
2. Price Cap LEes removed line port and trunk port cost from local switching

element versus removing revenue adjustment; and
3. Price Cap LECs actual results reported are below FCC expectations.

As an initial matter, CBT submits that the generalized statements of AT&T and Melon

this topic do not apply to CBT since neither company included CBT in their analyses for

I AT&T Petition and Comments. Summary p. iv.
2 See, Telephony, D~ber 9,1996.
] AT&T Petition and Comments, M'!. 3 -14.
4 MCl CommentS, pp. 2 - 6.
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line and trunk port costs.S In any event, CBT addresses each of these accusations below.

1. CRT bas proyided, complete '051 support in accordance with
the Commission's rules.

First. CBT has provided complete cost support and explanations for its

calculations in its Description and Justification filed on November 26, 1997. Second,

CBT provided, in its transmittal letter, the name, telephone number and fax number of a

person for carriers to contact if they had any questions concerning CBT's filing. CBT

receivcd no calls or inquiries from AT&T, Mer or others concerning CBT's cost support.

Further, CBT received no requests to assist commenters in their analyses relative to

CBT's line port or trunk port cost calculations. Therefore. AT&T's and MCl's blanket

objections are irrelevant as to CBT.

2. CRT bas properly removed Line Port and Trunk Port costs as
an eXQlenous adJnstment in accordance wjth the Cgmmission's rules.

AT&T and MCl object that price cap LEes developed an exogenous cost

adjustment for the line port and trunk port shifts from the local switching element versus

a revenue adjustment.6 CBT submits that these parties have incorrectly concluded that

the Access Reform Order mandates a revenue adjustment versus a cost adjustment.

AT&T. at page 5, and MCI, at page 2, of their comments specifically refer to paragr311hs

128 and 125 of the Commission's Access Reform Order. which require price cap LECs to

develop costs for line ports and trunk ports to be shifted from the local switching element.

In addition.. §61.45(d) of the Commission's rules refers to "exogenous costs" and not

revenue adjustments to be utilized in the index calculalion process. The exogenous cost

j AT&T Petition and Comments, E~ibits A and B; MCI Comments. Attacbment A.
6 AT&T Petition and Comments, pp. 9 - 12: MO Comments, pp 3 - 6.
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adjustments are represented in the PCI formula as Delta "Z". The "z" change is

converted into a percentage format by dividing the $Z by the base period revenue.

AT&T, at page 11 of its comments, states that the use of forward-looking

costs will understate the embedded costs that the separations process has assigned to the

local switching element. In addition. on page 12 of its comments, AT&T readily admits

that the Separations process has allocated the costs of line ports to the interstate

jurisdiction and that the LECs were rt4uired to identify these costs already assigned to

the interstate jurisdiction from the Local Switching element. Given the Commission's

IUles, and AT&T's admission, CBT appropriately used the revenue requirement for local

switching as the basis for detemlining its line port and trunk port cost shifts. As fully

explained in its D&J, CBT properly used its SCIS cost model to determine the percent

relationships of line port and trunk port investment to total switching investment. These

percentages, shown in Exhibits EXG-LP and EXG-TP, were used to detemrine the

appropriate line port cost and tnmk port cost to be removed from the local switching

element revenue requirement.

AT&T's proposed "revenue" method for determining the exogenous cost

adjustment is contrary to the Commission's Part 36 Jurisdictional Separations Rules as

well as the Commission's Part 69 Access Rules. These rules specify how to develop

revenue requirements for ARMIS reporting, exogenous adjustments for Part 36 and 69

rule changes, etc.

AT&T's method is also contrary to the Commission's Access Reform

Order (see '125 and '1128), that required the identification of cost to be removed from the

local switching element. Finally, AT&T's proposed method would in essence render the

4



Jurisdictional Separations rules and the Access roles (and any reports derived from them)

meaningless. For example, the COE Maintenance exogenous cost adjustment, Marketing

Expense exogenous cost adjustment, and the GSF exogenous cost adjustment were all

detennined using the Part 69 Access Rules. To ignore the use of the revenue requirement

process for the line port and trunk port cost determination would create an inconsistency

of rule applications. Thus, CBT submits that the Commission should accept CBT's line

port and trunk port cost shifts as filed.

MCl on page 4 of its comments raises the same objection as AT&T

relative to the use of the Part 69 revenue requirement as the appropriate basis for

determining the line port cost shift and the trunk port cost shift. FaT the same reasons

discussed above. the Commission should disregard MCl's objection.

3. CRT's Unc and TAak Port costs Me calculated correctly.

AT&T, at page 10, and Mel, at page 3, object to the actual results of

LECs' line port and trunk port costs as not meeting the Commission's expcctations.

However, the Commission has stated that Ie .,. we require each price cap LEC to conduct

a cost study to determine the geographically-averaged portion of local switching costs

that is attributable to the line-side ports as defined above and to dedicated trunk side

ports." (Access Refonn Order at 1128). This paragraph obviously supports the

Commission's desire for a more accurate determination of the cost levels for line ports

;md trunk ports. The Commission, therefore, ordered each LEe to conduct its own cost

study to detennine the proper cost levels for line ports and trunk ports to be shifted from

the local switching element. The Commission should disregard the objections of AT&T

and MCr on this issue. CBT has complied with the Access Reform Order and developed
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a cost study thal reasonably detennines the line port and trunk port costs to be shined

from the local switching element.

D. OveraUm.ted TIC Rates

AT&T and MCl in their comments accuse price cap LECs generally, and CBT

specifically, of mishandling the required adjustments for the TIC. For the reasons set

forth below, CBT submits that the Commission should disregard these accusations to thc

extent they are directed toward CBT.

1. eDT blS corredly removed one-third of the tandem revenge
requirement from the TIC.

AT&T, at page 15 of its comments, makes a generic statement that price

cap LECs have made mathematical and methodological errors in implementing the one-

third transfer of the 80% of tandem revenue requirement from the TIC, and. as a resUlt,

overstate the TIC revenue. As depicted in its D&J (see, Exhibit EXG - TDM), CBT has

properly followed the methodology described by AT&T on page 15 of its comments in

determining the on~third transfer of the 80% tandem revenue requirement.

1. CDT CQrrectly determined the impact on TIC from actual
yolumes of MOU.

Both AT&T and MCl object to the shift of costs back to the TIC from the

recalculation of common tnnsport rates utilizing actual MOV and relative number of

DSI and DS3 circuits. (AT&T at pp. 18-19 and Exhibit E; Mel at pp. 12-13). AT&T

believes that this shift of dollars back to the TIC results in the TIC financing the common

transport reductions. In addition, MCI states that the new results ate at odds with the

Commission's earlier expectations. and concludes that the new results must be wrong.

AT&T and Mel are mistaken in their analyses of this issue. In establishing the TIC rate
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Therefore. since CBT will be filing the CAP-l TRP form and a TIC true-up

for the July I, 1997 annual filing. CBT was required to value the residual TIC at 55% of

the current TIC revenue.7 The Commission viewed the 55% as a conservative estimate.s

However, for the January I, 1998 filing. the Commission required all price cap LECs to

develop actual cost data to reflect the actual facilities-based levels which were intended to

replace the estimates used in the July 1. 1997 filing.9 It is obvious from the Access

Reform Order that the Commission intended for a tru~up to occur since it required some

price cap LECs to use estimates. Therefore, since CBT is merely adhering to the

Commission's methodology in implementing this ponion of the Access Reform Order,

the objections of AT&T and MCl are clearly without merit

3. CRT correctly recalculated the residua) and fadlities-based
IJC.mogAq

In its comments, AT&T states that CBT failed to provide any

documentation regarding its TIC tru~up calculations. (AT&T comments at Exhibit J).

CBT submits that AT&T's objection is premature. CHT on November 26, 1997 filed the

cost portion of the Access Reform filing. The rate portion of the filing is not due unti I

December 17, 1997. CBT was not required to provide the CAP-l fonn as part of this

fil ' 10mg.

7
In the Matter ofAccess Charle Reform. CC Doclcet No. 96-262. Order, released May IG, 1997, at 1235.

lId.
, The Commission at 1237-238 of the Access Reform order specif1C&l1y staleS, "... any price: cap incumbent
LEC detcrD:liDes that its use of the applicable residu.al TIC estimate, above, resulted in more pC! redw:tinns
beine tarCCrod to the intcrcODDcetian charge in its tariff filinl: to become effective on July I, 1997, thaD
were ,.equircd to elimiDate the pCNa:1nutc intcreoDDeCtion cbar;e, then that price cap LEe shall malce
necessary exoienous adjustmtl1LS lO its PCls and SBb to reverse the effects of the Clt.CeSS largcting. For
tariff filin&s to become e1Tcc:tive July I, 1998, and annually in July thereafter. all price cap LECs win have
a<."tUal eost cbta reflecting the facilities-based components of the TIC and will be able to target ~
reductions to actual residual per-minute TIC amounts without resort to the percentaie estimates prescribed
abovc."
to Erratum, In the Matter of Support Malerial For Carriers to File Implement Ac:ceAA Charge Reform
Effective January I, 1998, released November 19, 1997.
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exhibit in its December 17, 1997 rate filing. the Commission should disregard this

objection relative to CBT.

AT&T also states that CBT has failed to identify the remaining facilities-

based portion of the TIC. (AT&T comments at p. 30). Again. AT&T is premature with

its objection. This filing was not the full rate filing and not all of the TRP forms were

required. As stated above, CBT will be filing all necessary exhibits and explanations,

which should allow the Commission and other parties to see that it has properly

calculated the residual TIC and the remaining facilities-based portion of the nc. Thus,

the FCC should ignore AT&T's objection relative to CBT.

4. The Commission should require LEes to apportion the Marketinl
and COE MaintenJnce exozenous CQ!t chaUes to the residual TIC

AT&T, at page 32 of its comments, states that the price cap LECs have not

applied both the COE Maintenance and Marketing exogenous cost adjustments to the

TIC. AT&T's objection is premature. In its rate filing on December 17, 1997, CBT wilt

have made downward adjustments to the TIC for Marketing and COE Maintenance.

Since CBT has made appropriate downward exogenous adjustments to the TIC for

Marketing and COE Maintenance, the Commission should disregard this objection

relative to CBT.

5. CRT correctlY adjusted tandem revenue requirements for
tandem truDk potts and SS7

Mel, at page 7 of its comments, states that all LECs have made a key error

relative to adjusting the tandem switching revenue requirement for Tandem Trunk Ports

and SS7. In its D&J at page 7. CBT explained that its SS7 investment and costs have

always been categorized to the Local Switching Access Element. Therefore. CRTs SS7
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is already being recovered from the Traffic Sensitive Basket. CBT in its D&J, at pages 6

- 7 and Exhibit EXG-TIP. properly illustrated that it has removed the appropriate 80% of

the Tandem Trunk 'Port costs which were previously assigned to the TIC. In its

December 17. 1997 nite filing, CBT will establish a new rate element in the Tandem

Switched Transport Service Category to recover the shifted costs. Therefore. the

Commission should disregard MCl's objection relative to CBT.

6. CHI implemented the three-part rate structure in 1993

MCT at page 9 of its comments makes a general objection that all LECs

shouJd use base period demand in computing the revenue effects on the interconnection

charge. CBT at page 9 of its D&J filed on November 26, 1997 states that CBT

implemented the three part rate structure as part of the Local Transport Restructure made

on August 31, 1993. Therefore, this objection should be ignored relative to CBT.

E. End User Common J,inc CEVe}.) demapd is Dot underestimated

AT&T, at page 34 of its comments, states that price cap LECs have committed a

serious error by underestimating end user common line demand. AT&T's objection is

premature relative to CST. CST followed the filing requirements as set forth in the

Commission's November 7. 1997 Order in this proceeding, and the Erratum released

November 19,1997. In accordance with these orders, EUCL demands that are on the

RTE-l fOTTll were not required to be filed in the cost support filing. When CBT makes its

rate filing on December 17, 1997, it will submit its EUCL demand using base period

quantities. Therefore, the Commission should ignore this objection relative to CBT.
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F. PICC Demand Quantities

MCI states that the PICC demand figure on TRP Form CAP-l does not equal the

EUCL demand figure for all price cap LECs. (MCl comments at pp. 13-14). As

pTeviously stated, CBT was not required. to file the CAP-1 form as part of the November

26, 1997 cost support filing. When CBT makes its rate filing on December 17, 1997, it

will submit its PICC demand using base period quantities. Therefore. the Commission

should ignore this objection relative to CBT.

G. Improper Non-Primaa RtAfdentia) Line Counts

AT&T, at pages 38 through 40 of its comments, accuses all price cap LECs of

understating their Non-Primary residential demand. As a result of this alleged

understatement, AT&T recommends that the Commission suspend and investigate the

price cap LECs' EUCL demands. As CBT has previously stated, it has not provided any

EUCL demand as part of its November 26, 1997 cost support filing. When CBT makes

its rate filing on December 17, 1997) it will submit its EUCL demand using base period

quantities. Therefore. thc Commission should ignore this objection relative to CBT.

H. Misallocation of USF ExoUDoUS Cost Amour Pria: Cap Basket;

AT&T, at page 43 of its comments, objects to CBT's allocation of USF

contributions to the price cap baskets. CBT appropriately used its retail Tevenues from its

FCC Form 457 as the basis for allocating its USF contributions to the price cap baskcts

(CBT D&J. Exhibit EXG-USF). The FCC Form 457 is the retail revenue reporting form

used by USAC to determine the overall contribution factor and amounts to be assessed

against each eligible carner. Since the revenues from this form provide the basis for

detennining the total level of contribution by carrier. it is only appropriate that the
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